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DEPARTMENT  OF  HEALTH. 
EDUCATION,  AND  WELFARE 

Office  of  Education 

45  CFR  Parts  174, 175,  and  176 

National  Direct  Student  Loan,  College 
Work-Study,  and  Supplemental 
Educational  Opportunity  Grant 
Programs 

agency:  Office  of  Education,  HEW. 
action:  Notice  of  proposed  rulemaking. 

summary:  On  November  8, 1978  the 
Commissioner  published  a  notice  of 
proposed  rulemaking  (NPRM)  to  revise 
several  sections  of  the  National  Direct 
Student  Loan,  College  Work-Study,  and 
Supplemental  Educational  Opportunity 
Grant  Program  Regulations.  These  three 
programs  are  commonly  known  as  the 
“campus-based”  Federal  programs  of 
student  financial  aid.  That  NPRM 
proposed  the  first  phase  of  a  new 
funding  process  designed  to  assure  that 
each  institution  receives  its  fair  share  of 
the  funds  available  for  each  program. 
Phase  I  of  the  new  funding  process  was 
implemented  in  award  year  1979-80.  The 
final  regulations  were  published  in  the 
Federal  Register  on  August  13, 1979. 

Throughout  this  preamble,  a  single 
number  (e.g.  section  3)  will  be  used  to 
refer  to  the  same  section  in  the 
regulations  for  each  program  (174.3, 
NDSL;  175.3,  CWS;  and  176.3,  SEOG).  In 
each  case,  that  section  covers  the  same 
topic.  The  November  8  NPRM  proposed 
revisions  of  sections  3, 4,  5, 6,  7,  and  16. 

The  Commissioner  is  now  proposing 
to  revise  section  4  and  section  6  of  these 
regulations.  These  revisions  are  a  result 
of  the  Office  of  Education’s  experience 
with  Phase  I  and  of  panel 
recommendations.  There  is  no  need  to 
revise  sections  3,  5.  7,  and  16.  The 
preamble  will  discuss  only  the  aspects 
of  the  procedures  that  are  being  revised. 
However,  the  public  may  desire  to 
comment  on  other  aspects  of  the  overall 
funding  process. 

DATES:  Comments  must  be  received  on 
or  before  January  7, 1980.  There  will  be 
hearings  in  Albuquerque,  Kansas  City, 
and  Atlanta  on  January  9, 1980,  and  in 
Philadelphia  and  San  Francisco  on 
January  10, 1980. 

ADDRESSES:  Comments  should  be 
addressed  to  Ms.  Lynn  Laverentz,  Room 
4018,  ROB-3,  400  Maryland  Avenue, 
S.W.,  Washington,  D.C.  20202. 

January  9 — ^Albuquerque,  N.M.,  Pete 
McDavid  Conference  Room,  University 
of  New  Mexico,  South  Campus, 
University  and  Stadium  Streets,  S.E.. 
Albuquerque,  New  Mexico.  9:00  a.m.  to 


4:00  p.m.  Contact  person  for  scheduling 
presentation  times:  Ms.  Carol  Sivright. 
214-767-3568. 

January  9 — Kansas  City,  Federal 
Office  Building,  601  East  12th  Street, 
Room  140,  Kansas  City,  Missouri.  9:00 

a.m.  to  4:00  p.m.  Contact  person  for 
scheduling  presentation  times:  Steve 
Dorssom,  816-374-5875. 

January  9 — ^Atlanta,  Georgia,  Howard 
Johnson  Motel  Hotel,  1 85  &  Virginia 
Avenue,  Atlanta,  Georgia.  10:00  a.m.  to 
4:00  p.m.  Contact  person  for  scheduling 
presentation  times:  Judy  Brantley,  404- 
221-5010. 

January  10 — Philadelphia, 
Pennsylvania,  Creese  Student  Center, 
Drexel  University,  32nd  &  Chestnut 
Street,  Philadelphia,  Pennsylvania.  10:00 
a.m.  to  4:00  p.m.  Contact  persoii  for 
scheduling  presentation  times:  Beatrice 
Rosenfeld,  215-596-5441. 

January  10 — San  Francisco,  California, 
Knuth  Hall,  San  Francisco  State 
University,  School  of  Creative  Art,  1600 
Holloway  Avenue,  San  Francisco, 
California.  10:00  a.m.  to  5:60  p.m. 

Contact  person  for  scheduling 
presentation  times:  Ernest  Robles,  415- 
556-0137. 

FOR  FURTHER  INFORMATION  CONTACT: 

Ms.  Lynn  Laverentz,  telephone  no.  202- 
245-9720. 

SUPPLEMENTAL  INFORMATION:  This 
notice  of  proposed  rulemaking  (NPRMJ 
prescribes  funding  procedures  for  the 
National  Direct  Student  Loan,  College 
Work-Study,  and  Supplemental 
Educational  Opportunity  Grant 
Programs  in  response  to 
recommendations  from  a  panel  of 
experts  .in  student  financial  aid.  The 
panel’s  recommendations  appear  in  the 
June  1978  BSFA  Bulletin  and  in  the 
preamble  to  the  NPRM  in  the  Federal 
Register  of  November  8, 1978. 

The  panel  recommended  a  three- 
phase  process  for  changing  the  method 
of  dietributing  campus-based  program 
funds.  This  process  gave  both  current 
participants  and  new  applicants  a 
conditionally  guaranteed  level  of 
funding.  In  phase  I,  the  1979-80  award 
year,  institutions  received  a  conditional 
guarantee  equal  to  their  1977-78  actual 
expenditures  or  projected  expenditiu'es 
for  1978-79.  Institutions  desiring  a  higher 
level  of  funding  had  the  option  of 
requesting  an  added  amount  by  Hling 
data  on  costs,  enrollment,  and  other  aid 
available  to  students.  If  an  institution 
did  not  flle  the  information  needed  by 
the  Office  of  Education  to  make  this 
calculation,  it  received  its  conditional 
guarantee. 

The  November  8  NPRM  proposed 
changes  in  sections  3,4,5,6,7,  and  16  of 
each  of  the  campus-based  program 


regulations.  (Section  16  relates  only  to 
verifying  information  on  student 
applications  and  is  not  relevant  to  the 
funding  process.)  After  receiving  written 
comments  and  holding  public  hearings, 
the  Commissioner  has  revised  these 
sections  and  published  the  final 
regulations  in  the  Federal  Register  on 
August  13, 1979. 

Action  4  is  being  revised  to  establish 
priorities  for  the  distribution  on  funds 
available  for  reallocation.  These  funds 
will  be  used  first  to  increase  awards  to 
institutions  whose  students  have 
suffered  Hnancial  hardships  as  a  result 
of  natural  disaster,  second  to  increase 
awards  to  institutions  that  have  not 
received  their  “fair  shares’’,  and  third  if 
any  funds  still  remain,  the 
Commissioner  will  reallocate  the  funds 
in  a  manner  that  best  carries  out  the 
purposes  of  these  programs. 

As  promised  in  the  November  8 
NPRM,  the  Commissioner  has  reviewed 
the  results  of  Phase  I  and  is  now 
proposing  further  changes.  These 
changes  require  revision  of  section  6.  In 
brief,  the  changes  include  the  following; 

1.  Definitions.  The  Commissioner  is 
adding  a  definition  of  “base  year,’’ 
which  means  the  twelve-month  period 
ending  on  the  June  30  preceding  the 
closing  date  for  filing  the  application. 

2.  Conditional  guarantee.  Two 
systems  for  computing  the  conditional 
guarantee  are  proposed.  The  first  one, 
set  forth  in  the  body  of  the  proposed 
regulation,  provides  that  institutions 
that  received  funds  in  award  year  1977- 
78  or  1978-79  or  both  will  receive  as  a 
conditional  guarantee  90  percent  of  the 
greater  of  their  expenditure  in  1977-78 
or  1978-79.  Institutions  that  did  not 
receive  funds  in  the  base  year  will 
receive  $5,000  per  program.  New 
institutions  that  did  receive  funds  in  the 
base  year  will  receive  90  percent  of  their 
actual  expenditures  in  the  first  year  they 
received  funds.  The  second  proposed 
system,  set  forth  in  the  preamble  only, 
would  set  an  institution’s  conditional 
guarantee  at  90  percent  of  its 
expenditures  in  the  base  year. 

3.  Fair  share.  Several  changes  in  the 
method  of  calculating  an  institution’s 
fair  share  of  program  funds  are  being 
made: 

a.  All  institutions  having  base  year 
data  will  be  required  to  file  the 
information  needed  to  calculate  their 
fair  share.  In  Phase  I,  this  filing  was 
opitional. 

b.  The  income  grids  for  dependent  and 
independent  students  are  being 
expanded  at  the  low  and  high  income 
ends. 

c.  The  base  year  for  reporting  data 
needed  for  calculating  and  institution’s 
fair  share  will  be  updated  annually 
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except  for  State  and  institutional  grants. 
For  these,  1977-78  will  be  used. 

d.  The  procedure  for  determining  the 
State  increase  is  being  revised. 

4.  “Brokeraging.” Tne  provision  for 
“brokeraging”  is  being  deleted. 

5.  NDSL  Federal  Capital  Contribution. 
For  purposes  of  calculating  an 
institution’s  FCC,  the  Commissioner  is 
proposing  standards  for  reduction  of  the 
institution’s  default  rate.  The  proposed 
standards  take  into  account,  in  a 
preliminary  way,  the  new  authority 
contained  in  the  Higher  Education 
Technical  Amendments  of  1979  for  the 
Commissioner  to  collect  defaulted 
NDSL’s  referred  to  the  Commissioner  by 
an  institution.  For  the  purposes  of  this 
NPRM,  these  “referred"  loans  are  being 
excluded  from  an  institution’s  default 
rate  in  determining  whether  it  is  to 
receive  new  Federal  Capital 
Contributions.  However,  this  treatment 
is  limited  to  NDSL’s  referred  before 
September  15, 1979.  The  treatment  of 
loans  referred  after  that  date  has  not  yet 
been  decided. 

A  separate  NPRM  will  be  issued  to 
incorporate  in  Subpart  C  of  the  NDSL 
regulations  this  new  “referral"  authority. 
Subpart  C  sets  forth  the  due  diligence 
requirements  of  the  NDSL  program. 
When  that  separate  NPRM  is  issued,  it 
will  also  include  a  proposed  standard 
for  calculating  an  institution’s  default 
rate  as  of  June  30, 1980,  and  will  specify 
how  loans  referred  to  the  Commissioner 
after  September  15, 1979  will  be  treated. 

The  following  sections  will  discuss 
these  changes  in  greater  detail. 

Conditional  Guarantee 

Phase  I  of  the  funding  process  gave 
both  current  participants  in  the  campus- 
based  programs  and  new  applicant  a 
conditionally  guaranteed  level  of 
funding.  The  conditional  guarantee  for  a 
current  participant  was  the  greater  of  its 
actual  1977-78  expenditures  or  its 
projected  1978-79  expenditures. 

'Die  conditonal  guarantee  for  a  new 
applicant  was  the  product  of  its 
enrollment  times  the  average  grant  per 
enrolled  student  for  similar  institutions 
in  the  prior  year. 

An  institution  is  considered  a  new 
applicant  for  two  years.  Applications 
are  Hied  annually,  usually  in  October. 
The  program  year  runs  from  July  1  of 
one  year  through  June  30  of  the 
following  year. 

In  October  of  the  first  year  (e.g.,  1979), 
an  institution  applies  for  the  hinds  that 
it  will  spend  in  the  second  year  (1980- 
81).  It  receives  those  funds  effective  July 
1, 1980  and  is  permitted  to  spend  them 
until  June  30, 1981. 

In  October  of  1980  that  institution 
applies  for  the  funds  it  will  need  for  the 


third  year  (1981-82).  At  that  time  it  has 
Just  recently  begun  its  first  year  of 
expenditures.  Therefore  its  conditional 
guarantee  cannot  be  based  on  a  full 
year’s  expenditures  and  must  instead  be 
based  on  other  factors. 

'The  Commissioner  is  proposing  two 
systems  for  determining  an  institution’s 
conditional  guarantee. 

I.  Under  the  proposal  set  forth  in  the 
proposed  regulation  all  institutions  fall 
one  of  two  categories: 

A.  Institutions  that  received  campus- 
based  funds  in  1977-78  or  1978-79.  An 
institution  in  this  category  would 
receive  a  conditional  guarantee  equal  to 
90  percent  of  the  greater  of  its  1977-78  or 
1978-79  expenditures. 

B.  All  other  institutions. 

Category  “B”  is  further  divided  into 

two  groups: 

1.  Institutions  that  did  not  receive  any 
campus-based  funds  in  the  base  year. 

An  institution  in  this  group  will  receive 
a  conditional  guarantee  of  $5,000. 

2.  Institutions  that  received  campus- 
based  funds  in  the  base  year. 

An  institution  in  group  “2"  will 
receive  a  conditional  guarantee  equal  to 
90  percent  of  its  actual  expenditure  in 
the  first  year  that  it  received  funds. 

Institutions  that  received  campus- 
based  funds  for  the  first  time  in  1979-80 
will  be  treated  as  a  special  group.  When 
applying  for  funds  for  the  1980-81  and 

1981- 82  award  years,  these  institutions 
will  receive  a  conditional  guarantee  of 
$5,000.  When  applying  for  funds  for 

1982- 83  and  later  award  years,  these 
institutions  will  use  1980-81  (not  1979- 
80)  as  the  first  year  in  which  they 
received  funds. 

11.  Under  the  alternative  proposal,  an 
institution’s  conditional  guarantee  is  90 
percent  of  its  expenditures  in  the  base 
year.  If  it  did  not  participate  in  any 
campus-based  programs  in  the  base 
year,  its  conditional  guarantee  is  $5,000 
per  program. 

Under  both  proposals  a  new  applicant 
can  receive  more  than  $5,000  per 
program  only  if  it  submits  fair  share 
data  and  its  fair  share  is  greater  than 
$5,000. 

Public  comment  is  invited  on  both  the 
proposal  set  forth  in  the  body  of  the 
proposed  regulation  and  on  the 
alternative  set  forth  above. 

Calculation  of  Fair  Share 

A  detailed  explanation  of  the 
calculation  of  an  institution’s  fair  share 
is  provided  in  the  preamble  to  the 
November  8  NPRM.  In  Phase  I,  the 
Commissioner  computed  an  institution’s 
fair  share  of  each  appropriation  b>  two 
formulas,  one  for  SEOG  and  the  other 
for  CWS  and  NDSL  (self-help).  The 
Commissioner  will  continue  to  use  the 


same  formulas.  However,  a  number  of 
procedural  changes  will  be  made. 

All  institutions  that  have  the 
information  necessary  for  calculating 
their  fair  share  will  be  required  to  file 
that  information.  This  filing  was 
optional  in  Phase  I.  The  reduction  in  the 
conditional  guarantee  by  10  percent  for 
1980-81  means  that  fair  share  data  are 
needed  to  assure  that  every  institution 
receives  its  full  and  fair  funding.  If,  in 
future  years,  the  conditional  guarantee 
is  reduced  further,  the  need  for  these 
data  will  increase  even  more. 

In  Phase  I,  institutions  furnished 
information  on  the  number  of  eligible 
undergraduate  and  graduate,  dependent 
and  independent,  aid  applicants  by 
income  categories.  The  grids  on  which 
this  information  was  reported  in  Phase  I 
included  income  categories  for 
independent  students  ranging  from  0  to 
$999  in  the  lowest  cell  to  $9,000  and 
over.  The  range  has  been  extended  to 
$15,000  and  over,  once  again  by  $1,000 
increments.  Similarly,  for  dependent 
students,  the  range  has  been  extended. 
The  lowest  and  highest  cells  in  Phase  I 
were  0  to  $5,999  and  $30,000  and  over 
respectively.  Now,  the  corresponding 
cells  will  be  0  to  $2,999  and  $45,000  and 
over.  It  should  be  noted  that  the  lowest 
cell  for  Phase  I  (0  to  $5,999)  has  been 
expanded  into  two  cells  (0  to  $2,999)  and 
($3,000  to  $5,999).  The  purpose  for  these 
changes  is  to  provide  greater  sensitivity 
to  differences  among  institutions  in 
calculating  the  expected  family 
contributions. 

The  income  charts  that  appear  in 
section  6  of  this  NPRM  differ  from  the 
grids  that  will  appear  in  the  application. 
Institutions  are  required  to  supply  only 
the  information  requested  in  the  column 
headed  "Number  of  Students.”  The 
charts  are  provided  as  worksheets  to 
assist  institutions  to  understand  the  way 
in  which  the  Commissioner  computes  an 
institution’s  need. 

The  base  year  for  reporting  all  fair 
share  data  except  State  and  institutional 
grants  will  be  updated  annually.  For 
State  and  institutional  grants,  die  base 
year  is  1977-78.  Institutions  that  were 
not  in  existence  in  1977-78  should  report 
zero. 

The  living  expense  figure  used  in 
calculating  an  institution’s  fair  share 
will  be  updated  annually.  This  figure 
will  be  equal  to  the  sum  of  three  fourths 
of  the  family  size  offset  for  single  self- 
supporting  students  as  calculated  for 
distributing  Basic  Grants  for  the  base 
year  in  whch  the  FISAP  is  submitted 
and  books  and  supplies.  For  the  1980- 
1981  award  year,  this  figure  will  be 
$2,600. 
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State  Increase 

The  Commissioner  increases  awards 
if  the  combined  conditional  guarantees 
of  all  institutions  in  the  State  are  less 
than  the  state  allotment  required  by 
statute. 

The  state  increase  is  calculated 
according  to  the  following  fraction: 

The  institution's  state  shortfall  the  available  funds  under 

- xthe  program  for  meeting 

the  state  shortfalls  of  aH  state  shortfall 

institutions  in  the  state. 

Definitions  of  the  specific  terms  used 
in  the  fraction  for  determining  state 
increase  are  included  in  Section  6. 

Shifting  Funds  in  Self-Help  Programs 

A  procedure  is  currently  in  effect 
during  Phase  I  which  enables  the  Office 
of  Education  to  increase  the  funding  in 
one  self-help  program  for  an  institution 
which  requested  less  in  the  other  self- 
help  program  than  the  funding  to  which 
it  would  have  otherwise  been  entitled. 
This  step  in  the  funding  formula  is  called 
"brokeraging”. 

The  original  intent  of  this  procedure 
was  to  enable  maximum  flexibility  of 
shifting  funds  to  meet  remaining  needs 
of  institutions  between  the  two 
programs  which  were  governed  by  the 
self-help  formula. 

After  an  analysis  of  the  results  of 
Phase  I,  the  Commissioner  has 
concluded  that  brokeraging  should  not 
be  continued.  Because  the  NDSL 
appropriation  for  the  1979-80  award 
year  was  the  same  amount  as  for  1978- 
79,  the  great  majority  of  available  funds 
was  used  to  meet  conditional  guarantees 
and  to  bring  some  State  allotments  up  to 
the  amount  required  by  the  legislatively 
mandated  State  allotment  formula. 
Approximately  40  percent  of  the  funds 
remaining  to  meet  fair  share  were 
distributed  to  a  relatively  few 
institutions  which  brokered  CWS  excess 
funds.  The  Commissioner  believes  that 
the  limited  NDSL  funds  available  to 
meet  fair  share  shortfalls  should  be 
distributed  to  all  eligible  institutions, 
and  these  funds  should  not  be  linked  to 
the  CWS  program  where  the 
appropriation  for  1979-80  was  increased 
substantially. 

NDSL  FCC 

In  the  determination  of  the  NDSL 
Federal  Capital  Contribution  under 
Phase  I,  an  institution's  NDSL  default 
rate  was  one  of  the  factors  considered 
by  the  Commissioner  when  projecting 
an  institution's  collections. 

Collections  were  expected  to  increase 
10  percent  per  year  under  the  NDSL 
Program.  Therefore,  collections  for  1979- 
80  were  projected  to  be  121  percent  of 
the  collections  for  1977-78, 


The  Commissioner  is  now  proposing 
to  update  the  base  year  annually. 
Collections  will  be  projected  to  be  121 
percent  of  the  amount  collected  in  the 
base  year. 

An  institution  will  receive  FCC  only 
if — 

a.  Its  default  rate  is  10  percent  or  less; 

b.  Its  default  rate  is  more  than  10 
percent,  but  the  default  rate  has 
declined  by  at  least  25  percent  during 
the  base  year  (for  example  from  20 
percent  to  15  percent).  Notes  that  have 
been  accepted  by  the  OfHce  of 
Education  before  September  15, 1979 
will  not  be  included  in  the  default  rate; 
or 

c.  Its  default  rate  is  more  than  10 
percent,  but  the  institution  shows  under 
§  174.7  that  it  is  exercising  due  diligence 
under  Part  174  Subpart  C. 

Dated:  September  10, 1979. 

John  Ellis, 

Executive  Deputy  Commissioner  for 
Educational  Programs. 

Approved:  November  26, 1979. 

Patricia  Roberts  Harris, 

Secretary  of  Health,  Education,  and  Welfare, 

(Catalog  of  Federal  Domestic  Assistance  No. 
13.471  National  Direct  Student  Loan;  13.463 
College  Work-Study;  and  13.418 
Supplemental  Educational  Opportunity 
Grant) 

Section  174.4  is  revised  to  read  as 
follows: 

§  174.4  Allocation,  reallocation,  and 
payment  to  institutions. 

(a) (1)  If  funds  available  for  Federal 
capital  contributions  within  a  State  are 
insufficient  to  honor  all  requests  for 
funds  by  institutions  in  that  State,  the 
Commisioner  distributes  the  funds  as 
described  in  §  174.6. 

(2)  Allocations  to  proprietary 
institutions  may  not  exceed  the 
difference  between  $190,000,000  and  the 
amount  appropriated  for  Federal  capital 
contributions.  If  the  amounts  approved 
for  proprietary  institutions  exceed  that 
difference,  the  Commissioner  reduces 
their  allocations  proportionately. 

(b) (1)  If  an  institution  anticipates  not 
lending  all  its  allocated  funds  by  the  end 
of  an  award  year,  it  must  specify  the 
anticipated  imused  amount  to  the 
Commissioner,  who  reduces  the 
institution's  allocation  accordingly. 

(2)  Other  institutions  may  apply  for 
those  funds  on  the  form  and  at  the  time 
specified  by  the  Commissioner. 

(3)  The  Commissioner  distributes 
those  funds  to  applicant  institutions  in 
accordance  with  paragraph  (c)  of  this 
section. 

(c) (1)  If  the  funds  that  become 
available  under  paragraph  (b)  of  this 
section  come  from  the  State's  initial 


allotment  under  §  174.3(a)(1),  the 
Commissioner  reallocates  those  funds 
proportionately  to  other  institutions  in 
that  State.  If  no  institution  in  the  State 
needs  those  funds,  the  Commissioner 
reapportions  them  in  accordance  with 
paragraph  (c)(2)  of  this  section. 

(2)  The  Commissioner  distributes  the 
remaining  funds  as  follows: 

(i)  The  Commissioner  first  increases 
awards  to  institutions  whose  students 
have  suffered  financial  hardships  as  a 
result  of  natural  disasters  within  the 
preceding  12  months. 

(ii)  If  any  funds  remain,  the 
Commissioner  then  increases  awards  to 
institutions  whose  awards  are  less  than 
their  national  fair  shares  determined 
under  §  174.6.  The  Commissioner 
calculates  each  applicant's  increase  as 
follows: 

institution's  remaining  shortlaH  remaining  amount  available 
remaining  shortfall  of  all  reallocation 

applicants  lor  reallocation. 

(An  institution's  remaining  shortfall  is  the 
difference  between  its  national  fair  share  and 
its  award  calculated  in  S  174.6  and  this 
section  through  subparagraph  (c)(2)(i).) 

(iii)  If  any  funds  still  remain,  the 
Commissioner  reallocates  the  funds  in  a 
manner  that  best  carries  out  the 
purposes  of  this  part. 

(d)  The  Commissioner  allocates  new 
Federal  capital  contributions  for  a 
specific  period  of  time.  The 
Commissioner  pays  funds  to  an 
institution  in  advance  or  by 
reimbursement.  The  Commissioner 
bases  the  amount  to  be  paid  on  periodic 
fiscal  reports. 


§  174.6  Funding  procedure. 

(a)  General  (1)  Each  institution 
applying  for  NDSL  funds  receives  an 
approved  level  of  expenditure  computed 
in  the  following  three  stages — 

(1)  A  "conditional  guarantee"; 

(ii)  A  State  increase  based  on  its  “fair 
share”  of  the  State  apportionment;  and 

(iii)  A  national  increase  based  on  its 
“fair  share”  of  the  national 
appropriation. 

(2)  'The  terms  “conditional  guarantee” 
and  “fair  share”  refer  only  to  the  level  of 
expenditure.  The  Commissioner 
computes  the  Federal  capital 
contribution  (FCC)  according  to  §  174.6a. 

(3)  Definition — As  used  in  this  section 
“base  year”  means  the  12-month  period 
ending  on  the  June  30  preceding  the 
closing  date  for  filing  an  application. 

(b)  Conditional  guarantee  for  1977-78 
or  1978-79 participants.  (1)  For  any  year, 
an  institution  that  received  campus- 
based  funds  in  award  year  1977-78  or 


(20  U.S.C.  1087bb.) 

Section  174.6  is  revised  to  read  as 
follows: 
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1978-79  receives  a  conditional  guarantee 
equal  to  the  greater  of  90%  of  its — 

(1)  1977-78  level  of  expenditure;  or 

(ii)  1978-79  level  of  expenditure. 

(2)  An  institution’s  level  of 
expenditure  equals  the  amount  of  loans 
made  in  that  award  year  plus  the 
amount  it  claimed  for  administrative 
expenses. 

(c)  Conditional  guarantee  for  other 
institutions.  For  any  year,  an  institution 
that  did  not  participate  in  any  campus- 
based  program  in  either  award  year 
1977-78  or  1978-79  receives  a 
conditional  guarantee  as  follows: 

(1)  No  funds  in  base  year.  If  the 
institution  did  not  receive  any  campus- 
based  funds  in  the  base  year,  it  receives 
a  conditional  guarantee  of  $5,000. 

(2)  Funds  in  base  year.  If  the 
institution  received  any  campus-based 
funds  in  the  base  year,  its  conditional 
guarantee  is  90%  of  its  CWS  expenditure 
in  the  flrst  year  it  received  campus- 
based  funds. 

(3)  Exception  for  first-time 
participants  in  1979-80.  Notwithstanding 
paragraphs  (c)  (1)  and  (2)  of  this  section, 
if  an  institution  participated  in  the 
campus-based  progranis  for  the  first 
time  in  awards  year  1979-80,  it — 

(1)  When  applying  for  funds  for 
awards  year  1981-82,  receives  its 
conditional  gurantee  under  paragraph 
(c)(1)  of  this  section;  and 

(ii)  When  applying  for  funds  after 
award  year  1981-82,  uses  as  the  first 
year  it  received  funds,  award  year  1980- 
81. 

(d)  Self  help  need  of  an  institution.  (1) 
The  Commissioner  allocates  additional 
funds  to  an  institution  under  paragraph 
(6)  of  this  section  (State  increase)  and 
paragraph  (h)  of  this  section  (National 
increase)  based  in  part  on  the 
institution’s  self  help  need.  Self  help 
need  is  the  need  for  funds  from  work 
and  loan  sources.  The  institution's  self 
help  need  is  the  sum  of  the  self  help 
need  of  its  graduate  students  and  the 
self  help  need  of  its  undergraduate 
students. 

(2)  The  Commissioner  calculates  the 
self  help  need  of  an  institution's 
graduate  students  in  accordance  with 
paragraph  (e)  of  this  section  and  the  self 
help  need  of  its  undergraduate  students 
in  accordance  with  paragraph  (f)  of  this 
section. 

(3)  As  used  in  paragraph  (e)  and  (f)  of 
this  section: 

(i)  Cost  of  education  means 
attendance  costs  for  eligible 
undergraduate  and  graduate  students 
including  tuition,  fees,  standard  living 
expenses,  books,  and  supplies.  (The 
institution  reports  its  total  tuition  and 
fee  revenues,  and  the  Commissioner 


prorates  this  amount  for  eligible 
students.) 

(ii)  Eligible  students  means  students 
who  satisfy  the  eligibility  requirements 
of  §  174.9  (a)(1)  through  (a)(4). 

(e)  Self  help  need  of  graduate 
students.  To  determine  the  self  help 
need  of  an  institution’s  graduate 
students,  the  Commissioner — 

(1)  Establishes  various  income 
categories  for  dependent  and 
independent  graduate  students: 

(2)  Establishes  an  expected  family 
contribution  (EFC)  for  each  income 
category  of  dependent  and  independent 
graduate  students,  using  a  need  analysis 
method  approved  under  §  174.13; 


(3)  Determines  the  average  cost  of 
education  for  graduate  students; 

(4)  Substracts  from  the  average  cost  of 
education  for  graduate  students,  the 
computed  EFC  for  each  income  category 
of  dependent  students  and  each  income 
category  of  independent  students. 
However,  the  average  cost  of  education 
minus  the  EFC  for  any  income  category 
may  not  be  less  than  zero; 

(5)  Multiplies  those  amounts  by  the 
number  of  students  in  each  category; 

(6)  Adds  the  amounts  obtained  for 
each  income  category  of  dependent 
students  and  each  income  category  of 
independent  students;  and 

(7)  Totals  those  two  amounts. 

The  following  charts  show  the  income 
categories  and  calculations  for  graduate 
students. 


1 

2 

3 

4 

S 

6 

Income 

Expected 

lamHy 

contritxitjon 

Average  cost 

Average  cost 
less  expected 
family 

contribution 

Number 

students 

Self  help 
need, 

col.  4xcol  5 

Oetermlnalion  of  Sett  Help  Ne«d  for  Depandont  Graduate  Studenta 


0  to  $2,999 . 

$3,000  to  $5,999 . . 

$6,000  to  $6,999 . 

$9,000  to  $11, 999 . 

$12,000  to  $14,999 . 

$15,000  to  $17,999...._ 

$18,000  to  $20,999 _ 

$21 ,000  to  $23,999 . 

$24,000  to  $26,999 _ 

$27,000  to  $29,999 — 

$30,000  to  $32,999 _ 

$33,000  to  $35,999 . . 

$36,000  to  $38,999 . 

$39,000  to  $41 ,999 _ 

$42,000  to  $44,999 _ 

$45,000  and  over 


7  Total  self  help  need  for  dependent  graduate  students . . . . . . . .  $ .. 


Determination  of  Self  Help  Need  for  Independent  Graduate  Studenta 


0  to  $999 . 

$1,000  to  $1,999... 
$2,000  to  $2.999... 
$3,000  to  $3,999... 
$4,000  to  $4.999  ... 
$5,000  to  $5,999... 
$6,000  to  $6,999  ... 
$7,000  to  $7,999.... 
$6,000  to  $8,999... 
$9,000  to  $9,999  .. 
$10,000  to  $10,999 
$11,000  to  $11,999 
$12,000  to  $12,999 
$13,000  to  $13,999 
$14,000  to  $14,999 
$15,000  and  over... 


7  Total  self  help  need  for  independent  graduate  students . — - - - - -  $ - 


Summary 


1  Total  self  help  need  lor  depertdent  graduate  students . . . 

2  Total  self  help  need  for  independent  graduate  students . . . — . 

3  Total  self  help  need  for  all  graduate  students  (1-1-2)  - - - — 


(f)  Self  help  need  of  undergraduate  need  of  an  institution’s  undergraduate 

students.  To  determine  the  self  help  students,  the  Commissioner — 
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(1)  Establishes  various  income 
categories  for  dependent  and 
independent  undergraduate  students; 

(2)  Establishes  an  EFC  for  each 
income  category  of  dependent  and 
independent  undergraduate  students, 
using  a  need  analysis  method  approved 
under  §  174.13; 

(3)  Computes  30  percent  of  the 
average  cost  of  education  for 
undergraduate  students; 

(4)  Multiplies  the  number  of 
dependent  students  in  each  income 
category  by  the  lesser  of — 

(i)  30  percent  of  the  average  cost  of 
education  for  undergraduate  students;  or 

(ii)  The  average  cost  of  education  for 
undergraduate  students  minus  the  EFC 
determined  under  paragraph  (f)(2]  of  this 
section,  for  that  income  category. 
However,  the  average  cost  of  education 
minus  the  EFC  may  not  be  less  than 
zero; 


(5)  Adds  the  amounts  obtained  for 
each  income  category  of  dependent 
students; 

(6)  Multiplies  the  number  of 
independent  students  in  each  income 
category  by  the  lesser  of — 

(i)  30  percent  of  the  average  cost  of 
education  of  undergraduate  students;  or 

(ii)  The  average  cost  of  education  for 
undergraduate  students  minus  the  EFC 
determined  under  paragraph  (f)(2]  of  this 
section,  for  that  income  category. 
However,  the  average  cost  of  education 
minus  the  EFC  may  not  be  less  than 
zero; 

(7) Adds  the  amounts  obtained  for 
each  income  category  of  independent 
students;  and 

(8)  Adds  the  amounts  obtained  under 
paragraphs  (f)(5)  and  (7)  of  this  section. 

The  following  charts  show  the  income 
categories  and  calculations  for 
undergraduate  students. 
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2 

3 

4 

5 

6 

Income 

Expected 

family 

contribution 

30  pctx 
average  cost 

Average  cost 
less  expected 
family 
contribkdion 

Number 

students 

Need: 
lesser  of 
col.  3xcol.  5 
or 

col.  4XCOI.5 

DttermkMtlon  of  Self  Help  Need  for  Dependent  Undergreduale  Students 


0  to  $2.999 . 

$3,000  to  $5,999 
$6,000  to  $8,999 
$9,000  to  $11,999 
$12,000  to  $14  999 
$15,000  to  $17  999 

$18,000  to  $20.999 . . 

$21 .000  to  $23.999 _ 

$24,000  to  $26.999 _ 

$27,000  to  $29.999 _ 

$30,000  to  $32.999 _ 

$33,000  to  $35.999 _ 

$36,000  to  $38.999 _ 

$39,000  to  $4t.999 _ 

$42,000  to  $44.999 _ 

$45,000  and  over _ 


7  Total  sen  help  need  for  dependent  undergraduate  students . . . ....  $ 


Deteiminatlon  of  Self  Help  Need  for  Independent  Undergraduate  Students 


0  to  $999 . 

$1,000  to  $1.999 . 

$2,000  to  $2,999 
$3,000  to  $3,999 
$4,000  to  $4,999 
$5,000  to  $5,999 

$6,000  to  $6.999 . 

$7,000  to  $7,999 
$8,000  to  $8,999 
$9,000  to  $9,999 
$10,000  to  $10,999. 
$11,000  to  $11,999. 
$12,000  to  $12,999. 
$13,000  to  $13,999. 
$14,000  to  $14,999. 
$15,000  to  $15,999. 


7  Total  seH  help  need  for  independent  undergraduate  students. . . . $ 


Summary 


1  Total  self  help  need  for  deperKfent  undergraduate  students . . . . . . . $ 

2  Total  self  help  need  for  independent  undergraduate  students  _ . . $ 

3  Total  self  help  need  for  all  undergraduate  students  (1  +2)  _ _  $ _ _ 


(g)  State  increase.  (1)  In  any  year  the 
Commissioner  increases  awards  to 
institutions  in  a  State  (“State  increase") 
if  the  combined  FCC's  resulting  from 
conditional  guarantees  of  all  institutions 
in  that  State  are  less  than  the  State 
apportionment  under  §  174.3(a)(1). 
However,  no  institution  receives  a  State 
increase  if  it  does  not  qualify  for  FCC 
under  §  174.6a. 


(2)  The  Commissioner  calculates  an 
institution's  State  increase  according  to 
the  following  formula: 


Institution's  State 
irxtrease 


Institution's  State 

shortfall  FCC  available 

- - X  for  State  shortfall 

State  shortfall  of  all  x  1.1 1 

institutions  in  the  State 


(3)  As  used  in  the  formula  in 
paragraph  (g)(2)  of  this  section — 

(i)  "Institution's  State  shortfall"  means 
the  difference  between  an  institution's 
conditional  guarantee  and  its  State  fair 
share  determined  in  paragraph  (g)(4)  of 
this  section. 

(ii)  "FCC  available  for  State  shortfall" 
means  the  State  apportionment  minus 
the  FCC  used  for  conditional  guarantees. 

(4)  The  Commissioner  determines  an 
institution's  State  fair  share  according  to 
the  following  formula; 

Inslitution's  self-help 

Institution's  State  = _ ^  total  Stale 

lair  share  self-help  need  of  all  NDSL  funds 
institutions  in  the  State 
applying  for  NOSL  or 
CWS  funds 


(5)  As  used  in  the  formula  in 
paragraph  (g)(4)  of  this  section,  "total 
State  NDSL  funds"  means  the  sum  of  — 

(1)  The  State  apportionment  of  FCC 
and  the  matching  institutional  capital 
contribution; 

(ii)  121  percent  of  loan  repayments  in 
the  base  year;  and 

(iii)  Reimbursement  for  Direct  loan 
cancellation  in  the  base  year. 

(h)  National  increase.  (1)  For  any  year 
the  Commissioner  will  further  increase 
awards  to  institutions  (“national 
increase")  if  the  sum  of  the  conditional 
guarantees  and  State  increases  awarded 
to  institutions  is  less  than  the  total 
NDSL  funds  for  that  year  (see  paragraph 
(h)(4)(i)  of  this  section). 

(2)  The  Commissioner  calculates  an 
institution's  national  increase  according 
to  the  following  formula — 
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it*  national  shortfall  NOSL  funds 

Institution's  _  —  __  . . x  availabla  for 

r«ationai  mcraas*  natiorwl  shortfall  of  all  national 

institutions  shortfall 

(3)  As  used  in  the  formula  in 
paragraph  (h)(2)  of  this  section — 

(i)  “NDSL  funds  available  for  national 
shortfall’*  is  calculated  by — 

(A)  Adding  the  conditional  guarantees 
and  State  increases  for  all  institutions; 
and 

(B)  Subtracting  that  sum  from  total 
NOSL  funds;  and 

(ii)  An  institution’s  “national 
shortfall”  is  calculated  by  subtracting 
from  its  “national  fair  share"  its 
conditional  guarantee  and  State 
increase. 

(4)  As  used  in  paragraph  (h)(3]  of  this 
section — 

(i)  “Total  NDSL  funds”  is  calculated 
by  adding — 

(A)  The  appropriation  for  FCC  plus 
the  matching  institutional  capital 
contribution; 

(B)  121  percent  of  loan  repayments  in 
the  base  year;  and 

(C)  Reimbursements  for  Direct  Loan 
cancellations  in  the  base  year;  and 

(ii)  An  institution’s  “national  fair 
share"  is  calculated  as  follows — 

Instituboo's  its  self-help  need 

national  lair  »  -  x  total  NDSL 

share  self-help  need  of  all  funds 

institiilions  applying  for 
CWS  or  NDSL  funds 

(i)  No  institution  may  receive  a  higher 
level  of  expenditure  than  it  requests. 

(20  U.S.C.  1087bb) 

Section  174.6a  is  added  to  read  as 
follows: 

§  174.6a  Funding  procedure — Federal 
capital  contributions  (FCC). 

(a)  For  any  year,  an  institution 
receives  Federal  capital  contributions  if 
its  default  rate — 

(1)  Is  10  percent  or  less; 

(2)  Is  more  than  10  percent,  but  has 
declined  by  at  least  25  percent  during 
the  base  year  or; 

(3)  Is  more  than  10  percent  but  the 
institution  demonstrates  that  it 
exercised  due  diligence  according  to  the 
provisions  of  Subpart  C  during  the  base 
year  and  is  currently  exercising  due 
diligence. 

(b)  To  determine  an  institution’s  FCC 
the  Commissioner — 

(1)  Adds  the  institution’s  conditional 
guarantee,  State  increase,  and  national 
increase; 

(2)  Subtracts  from  the  sum  obtained  in 
paragraph  (b)(1)  of  this  section,  loan 
repayment  and  reimbursements  for 
Direct  loan  cancellations  received  in  the 
base  year;  and 

(3)  Multiplies  the  remainder  obtained 
in  paragraph  (b)(2)  of  this  section  by  90 
percent. 


(c)  For  purposes  of  paragraph  (b)(2)  of 
this  section,  loan  repayments  equal  121 
percent  of  the  amount  collected  in  the 
base  year. 

(d)  The  definition  of  default  rate  is  set 
forth  in  §  174.2.  However  for  purpose  of 
this  section,  the  Commissioner 
excludes — 

(1)  Notes  referred  to  the 
Commissioner  for  collection  or  assigned 
to  the  Commissioner  on  or  before 
September  15, 1979  for  which  the 
institution  has  received  either  a 
notification  of  acceptance  or  a  receipt 
from  the  Office  of  Education;  and 

(2)  Notes  that  have  been  in  default  but 
on  which  borrowers  have  made 
satisfactory  arrangements  to  resume 
payment. 

(e)  No  institution  may  receive  more 
Federal  capital  contribution  than  it 
requested. 

(20  U.S.C.  1087bb.) 

Section  175.4  is  revised  to  read  as 
follows: 

§175.4  Allocation;  reallocation,  and 
payment  to  institutions. 

(a)  If  funds  available  within  a  State 
are  insufficient  to  honor  all  requests  for 
funds  by  institutions  in  that  State,  the 
Commissioner  distributes  the  funds  as 
described  in  §  175.6. 

(b) (1)  If  an  institution  anticipates  not 
using  all  its  allocated  funds  by  the  end 
of  an  award  year,  it  must  specify  the 
anticipated  unused  amount  to  the 
Commissioner,  who  reduces  the 
institution’s  allocation  accordingly. 

(2)  Other  institutions  may  apply  for 
those  funds  on  the  form  and  at  the  time 
specified  by  the  Commissioner. 

(3)  The  Commissioner  distributes 
those  funds  to  applicant  institutions  in 
accordance  with  paragraph  (c)  of  this 
section. 

(c) (1)  If  the  funds  that  become 
available  under  paragraph  (b)  of  this 
section  come  from  the  State’s  initial 
allotment  under  §  175.3(b)(1),  the 
Commissioner  reallocates  those  funds 
equitably  to  other  institutions  in  that 
State.  If  no  institution  in  the  State  needs 
those  funds,  the  Commissioner  reallots 
them  in  accordance  with  paragraph 
(c)(2)  of  this  section. 

(2)  The  Commissioner  distributes  the 
remaining  funds  as  follows: 

(i)  The  Commissioner  first  increases 
awards  to  institutions  whose  students 
have  suffered  financial  hardships  as  a 
result  of  natural  disasters  within  the 
preceding  12  months. 

(ii)  If  any  funds  remain,  the 
Commissioner  then  increases  awards  to 
institutions  whose  awards  are  less  than 
their  national  fair  share  determined 
under  §  175.6.  The  Commissioner 


calculates  each  applicant’s  increase  as 
follows: 

institution's  remaining  stxxtfal 

- — - - - X  remaining  amount  available 

remaining  shortfall  of  •  fgf  reallocation 

all  applicants  for  reallocation 

(An  institution's  remaining  shortfall  is  the 
difference  between  its  national  fair  share  and 
its  award  calculated  in  §  175.6  and  this 
section  through  paragraph  (c)(2)(l)). 

(iii)  If  any  funds  still  remain,  the 
Commissioner  reallocates  the  funds  in  a 
manner  that  best  carriers  out  the 
purposes  of  this  part. 

(d)  The  Commissioner  allocates  funds 
for  a  specific  period  of  time.  The 
Commissioner  pays  funds  to  an 
institution  in  advance  or  by 
reimbursement.  The  Commissioner 
bases  the  amount  to  be  paid  on  periodic 
fiscal  reports. 

(42  U.S.C.  2756) 

Section  175.6  is  revised  to  read  as 
follows: 

§  175.6  Funding  procedure. 

(a)  General.  (1)  Each  institution 
applying  for  CWS  funds  receives  an 
amount  computed  in  the  following  three 
stages: 

(1)  A  "conditional  guarantee"; 

(ii)  A  State  increase  based  on  its  “fair 
share”  of  the  State  apportionment;  and 

(iii)  A  national  increase  based  on  its 
"fair  share”  of  the  national 
appropriation. 

(2)  Definition — As  used  in  this  section 
"base  year”  means  the  12-month  period 
ending  on  the  June  30  preceding  the 
closing  date  for  filing  an  application. 

(b)  Conditional  guarantee  for  1977-78 
or  1978-79  participants.  For  any  year,  an 
institution  that  received  campus-based 
funds  in  award  year  1977-78  or  1978-79 
receives  a  conditional  guarantee  equal 
to  the  greater  of  90%  of  its — 

(1)  1977-78  CWS  expenditures;  or 

(2)  1978-79  CWS  expenditures; 

(c)  Conditional  guarantee  for  other 
institutions.  For  any  year,  an  institution 
that  did  not  participate  in  any  campus- 
based  program  in  either  award  year 
1977-78  or  1978-79  receives  a 
conditional  guarantee  as  follows: 

(1)  No  funds  in  base  year.  If  the 
institution  did  not  receive  any  campus- 
based  funds  in  the  base  year,  it  receives 
a  conditional  guarantee  of  $5,000. 

(2)  Funds  in  base  year.  If  the 
institution  received  any  campus-based 
funds  in  the  base  year,  its  conditional 
guarantee  is  90%  of  its  CWS  expenditure  . 
in  the  first  year  it  received  campus- 
based  funds. 

(3)  Exception  for  first-time 
participants  in  1979-80.  Notwithstanding 
paragraphs  (c)(1)  and  (2)  of  this  section, 
if  an  institution  participated  in  the 


70658 


Federal  Register  /  Vol.  44,  No.  237  /  Friday,  December  7,  1979  /  Proposed  Rules 


campus-based  programs  for  the  first 
time  in  award  year  1979-80,  it — 

(1)  When  applying  for  funds  for  award 
year  1981-82,  receives  its  conditional 
guarantee  under  subparagraph  (c)(1)  of 
this  section; 

(ii)  When  applying  for  funds  after 
award  year  1981-82,  uses  as  the  Hrst 
year  it  received  funds,  award  year  1980- 
81. 

(d)  Self-help  need  of  an  institution.  (1) 
The  Commissioner  allocates  additional 
funds  to  an  institution  under  paragraph 
(g)  of  this  section  (State  increase)  and 
paragraph  (h)  of  this  section  (national 
increase)  based  in  part  on  the 
institution's  self-help  need.  Self-help 
need  is  the  need  for  funds  from  work 
and  loan  sources.  The  institution's  self- 
help  need  is  the  sum  of  the  self-help 
need  of  its  graduate  students  and  the 
self-help  need  of  its  undergraduate 
students. 

(2)  The  Commissioner  calculates  the 
self-help  need  of  an  institution's 
graduate  students  in  accordance  with 
paragraph  (e)  of  this  section  and  the 
self-help  need  of  its  undergraduate 
students  in  accordance  with  paragraph 
(f)  of  this  section. 

(3)  As  used  in  paragraphs  (e)  and  (f)  of 
this  section; 

(i)  Cost  of  education  means 
attendance  costs  for  eligible 
undergraduate  and  graduate  students 
including  tuition,  fees,  standard  living 
expenses,  books,  and  supplies.  (The 
institution  reports  its  total  tuition  and 
fee  revenues,  and  the  Commissioner 
prorates  this  amount  for  eligible 
students.) 

(ii)  Eligible  students  means  students 
who  satisfy  the  eligibility  requirements 
of  §  175.9  (a)(1)  through  (a)(4). 

(e)  Self-help  need  of  graduate 
students.  To  determine  the  self-help 
need  of  an  institution's  graduate 
students,  the  Commissioner — 

(1)  Establishes  various  income 
categories  for  dependent  and 
independent  graduate  students; 

(2)  Establishes  an  expected  family 
contribution  (EFC)  for  each  income 
category  of  dependent  and  independent 
graduate  students,  using  a  need  analysis 
method  approved  under  §  175.13; 


(3)  Determines  the  average  cost  of 
education  for  graduate  students; 

(4)  Subtracts  from  the  average  cost  of 
education  for  graduate  students,  the 
computed  EFC  for  each  income  category 
of  dependent  students  and  each  income 
category  of  independent  students. 
However,  the  average  cost  of  education 
minus  the  EFC  for  any  income  category 
may  not  be  less  than  zero; 


(5)  Multiplies  those  amounts  by  the 
number  of  students  in  each  category; 

(6)  Adds  the  amounts  obtained  for 
each  income  category  of  dependent 
students  and  each  income  category  of 
independent  students;  and 

(7)  Totals  those  two  amounts. 

The  following  charts  show  the  income 
categories  and  calculations  for  graduate 
students. 


1 

2 

3 

4 

6 

6 

Expected 

Average  cost 

Self  help 

Inoome 

family 

Average  cost 

less  expected 

Number 

need, 

contritxition 

family 

contribution 

students 

col  .  4  X  col  5 

Dttennlnation  of  S«lf  Help  Need  For  Dependent  Graduate  Studenta 


0  to  $2.999 . . 

$3,000  to  $5,999 _ 

$6,000  to  $6,999 . 

$9,000  to  $11. 999 . 

$12,000  to  $14,999...... 

$15,000  to  $17.999 _ 

$18,000  to  $20,999 _ 

$21 .000  to  $23,999 _ 

$24,000  to  $26,999 . 

$27,000  to  $29,999 . 

$30,000  to  $32.999 . 

$33,000  to  $35,999 _ 

$36,000  to  $38,999 - 

$39,000  to  $41,999 - 

$4^000  to  $44,999 ...... 

$45,000  and  over . 


7  Total  sell  help  need  ter  dependeni  graduate  students . . . $ 


Determination  of  Self  Help  Need  For  Independent  Graduate  Students 


0  to  $999 . . 

$1,000  to  $1,999 _ _ 

$2,000  to  $2,999 . . 

$3,000  to  $3.999 . . . 

$4,000  to  $4,999  - _ _ 

$5,000  to  $5,999 . . 

$6,000  to  $6,999 _ 

$7,000  to  $7,999 _ 

$6,000  to  $6.999 . . . . 

$9,000  to  $9,999 . . 

$10,000  to  $10.999 _ 

$11,000  to  $11. 999 - - - 

$12,000  to  $12,999 . . 

$13,000  to  $13,999 _ _ _ _ 

$14,000  to  $14,999 . . 

$15,000  and  over . 


7  Total  self  help  need  for  independent  graduate  students . . - . - . .  $ 


Summary 


1  Total  self  help  need  for  dependeni  graduate  students . — . $ . - — 

2  Total  self  help  need  for  independer^t  graduate  students . . . . . . $ . . 

3  Total  sell  help  need  tor  alt  graduate  students  (1  -r  2) . . . . $ . . 
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(f)  Self-help  need  of  undergraduate 
students.  To  determine  the  self-help 
need  of  an  institution’s  undergraduate 
students,  the  Commissioner — 

(1)  Establishes  various  income 
categories  for  dependent  and 
independent  undergraduate  students; 

(2)  Establishes  and  EFC  for  each 
income  category  of  dependent  and 
independent  undergraduate  students, 
using  a  need  analysis  method  approved 
under  §  175.13: 

(3)  Computes  30  percent  of  the 
average  cost  of  education  for 
undergraduate  students; 

(4)  Multiplies  the  number  of 
dependent  students  in  each  income 
category  by  the  lesser  of — 

(i)  30  percent  of  the  average  cost  of 
education  for  undergraduate  students;  or 

(ii)  The  average  cost  of  education  for 
undergraduate  students  minus  the  EFC 
determined  under  paragraph  (f)(2]  of  this 
section  for  that  income  category. 


However,  the  average  cost  of  education 
minus  the  EFC  may  not  be  less  than 
zero; 

(5)  Adds  the  amounts  obtained  for 
each  income  category  of  dependent 
students: 

(6)  Multiplies  the  number  of 
independent  students  in  each  income 
category  by  the  lesser  of — 

(i)  30  percent  of  the  average  costs  of 
education  for  undergraduate  students;  or 

(ii)  The  average  cost  of  education  for 
undergraduate  students  minus  the  EFC 
determined  under  paragraph  (f)(2)  of  this 
section  for  that  income  category. 
However,  the  average  cost  of  education 
minus  the  EFC  may  not  be  less  than 
zero: 

(7)  Adds  the  amounts  obtained  for 
each  income  category  of  independent 
students;  and 

(8)  Adds  the  amounts  obtained  under 
paragraphs  (0(5)  and  (7)  of  this  section. 

The  following  charts  show  the  income 
categories  and  calculations  for 
undergraduate  students. 
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Expected 
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Average  cost 

Average  cost 
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Need: 
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col.  4xcol.  5 

Oetenniiuitlon  ol  S*lf  Help  Need  for  Dependent  Undergraduate  Studenta 


0  to  $2.999 . . - 

$3,000  to  $5.999 . . . . . 

$6,000  to  $8.999 . - - - - 

$9,000  to  $11.999 _ _ 

$12,000  to  $14.999. . 

$15,000  to  $17.999 . . 

$18,000  to  $20.999 _ _ - . 

$21,000  to  $23.999 . . 

$24,000  to  $26,999 . 

$27,000  to  $29.999 . . . . 

$30,000  to  $32.999 . . . . . 

$33,000  to  $35.999 . . . 

$36,000  to  $38.999 . . 

$39,000  to  $41.999 . . . . . . . 

$42,000  to  $44,999 . . . — . 

$45,000  and  over . . . . 


7  Total  self  help  need  lor  dependent  undergraduate  students . . . .  $ 


Determination  of  Self  Help  Need  for  Independent  Undergraduate  Students 


0  to  $999 . . . . . 

$1,000  to  $1.999 - - - - 

$2,000  to  $2.999 . . . . . . 

$3,000  to  $3.999 . . . 

$4,000  to  $4.999.. _ _  _.. 

$5,000  to  $5.999 _ _ — 

$6,000  to  $8,999 _ _ _ 

$7,000  to  $7.999 . . . 

$6,000  to  $8,999.  . . . - 

$9,000  to  $9.999.  .  . . . . . 

$10,000  to  $10,999  - - - - 

$11,000  to  $11.999 _ _ _ _ 

$12,000  to  $12.999 _ _ _  _ 

$13,000  to  $13.999 . . 

$14,000  to  $14.999 . 

$15.000  and  over  . . 


7  Total  self  help  need  for  independenmt  undergraduate  students _ _ _ _ _ _ $ 


Summary 


t  Total  sell  help  need  for  dependent  undergraduate  students  . . . , . —  $ .. 

2  Total  self  help  need  for  independent  undergraduate  students . . . .  $ .. 

3  Total  self  help  need  tor  all  undergraduate  students  (1  +2) . . . $ .. 


(g)  State  increase.  (1)  For  any  year  the 
Commissioner  increases  awards  to 
institutions  in  a  State  (“State  increase”) 
if  the  combined  conditional  guarantees 
of  all  institutions  in  that  State  are  less ' 
than  the  State’s  allotment  under  §  175.3. 

(2)  The  Commissioner  calculates  an 
institution’s  State  increase  according  to 
the  following  formula — 

its  State  atwrtfall 

Institution’s  State - - X  CWS  funds 

increase  State  shortfalls  of  an  availabte  tor 
institutiona  in  State  State  shortfaH. 

(3)  As  used  in  the  formula  in 
paragraph  (g)(2)  of  this  section — 

(1)  An  institution’s  “State  shortfall”  is 
calculated  by  subtracting  from  an 
institution’s  State  fair  share  its 
conditional  guarantee. 

(ii)  “CWS  funds  available  for  State 
shortfall”  is  calculated  by  subtracting 
from  the  State  allotment,  the  conditional 
guarantees  of  all  institutions  in  the 
State. 

(4)  An  institution’s  “State  fair  share” 
is  calculated  as  follows — 

its  self-help  iieed 
Institution’s  States - 

lair  share  self-help  need  of  all 
institutions  in  the  State 
applying  tor  CWS  funds  or 
NOSL  funds 

(h)  National  increase.  (1)  For  any  year 
the  Commissioner  will  further  increase 
awards  to  institutions  (“national 
increase”)  if  the  sum  of  the  conditional 
guarantees  and  State  increases  awarded 
to  institutions  is  less  than  the  CWS 
appropriation  for  that  year. 

(2)  The  Commissioner  calculates  an 
institution’s  national  increase  according 
to  the  following  formula — 

its  national  shortfall 

Institution’s  *  ,  ,  — — - X  CWS  funds 

national  increase  national  shortfall  of  all  available  tor 
institutions  national  shortfall 

(3)  As  used  in  the  formula  in 
paragraph  (h)(2)  of  this  section — 

(i)  “CWS  funds  available  for  national 
shortfall”  is  calculated  by  subtracting 
from  the  CWS  appropriation  the 
conditional  guarantees  and  State 
increases  of  all  institutions. 

(ii)  An  institution’s  national  shortfall 
is  calculated  by  subtracting  from  its 
“national  fair  share”,  its  conditional 
guarantee  and  State  increase. 

(4)  An  institution’s  “national  fair 
share”  is  calculated  as  follows — 

its  self-help  need 

-  X  CWS 

self-help  need  of  all  appropriation 
institutions  applying  for 
CWS  or  NOSL  funds 

(i)  No  institution  may  receive  more 
CWS  funds  than  it  requests. 

(42  U.S.C.  2756) 

Section  176.4  is  revised  to  read  as 
follows: 


Institution’s 
national  fair 
share 


X  Stele 
allotment  lor 
CWS 


t 
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§  176.4  Allocation,  reallocation,  and 
payment  to  institutions. 

(a)  If  funds  available  within  a  State 
are  insufficient  to  honor  all  requests  for 
funds  by  institutions  in  that  State,  the 
Commissioner  distributes  the  funds  as 
described  in  §  176.6. 

(b) (1)  If  an  institution  anticipates  not 
using  all  its  allocation  for  initial  and 
continuing  grants  by  the  end  of  an 
award  year,  it  must  specify  the 
anticipated  unused  amount  to  the 
Commissioner,  who  reduces  the 
institution’s  allocation  accordingly. 

(2)  Other  institutions  may  apply  for 
those  funds  on  the  form  and  at  the  time 
specified  by  the  Commissioner. 

(3)  The  Commissioner  distributes  ■ 
those  funds  to  applicant  institutions  in 
accordance  with  paragraph  (c)  of  this 
section 

(c) (1)  If  the  funds  that  become 
available  under  paragraph  (b)  of  this 
section  come  from  the  State's  initial 
year  allotment  under  §  176.3(a)(1),  the 
Commissioner  reallocates  those  funds 
equitably  to  other  institutions  in  that 
State.  If  no  institution  in  the  State  needs 
those  funds,  the  Commissioner 
reapportions  them  in  accordance  with 
paragraph  (c)(2)  of  this  section. 

(2)  The  Commissioner  distributes  the 
remaining  funds  as  follows: 

(i)  The  Commissioner  first  increases 
awards  to  institutions  whose  students 
have  suffered  financial  hardships  as  a 
result  of  natural  disasters  within  the 
preceding  12  months. 

(ii)  If  any  funds  remain,  the 
Commissioner  then  increases  awards  to 
institutions  whose  awards  are  less  than 
their  national  fair  shares  determined 
under  §  176.6.  The  Commissioner 
calculates  each  applicant’s  increase  as 
follows: 

institution's  remaining  shorttaH 

- X  remaining  amount  available 

remaining  shortfall  of  all  tor  reallocation 

applicants  for  reallocation. 

(An  institution's  remaining  shortfall  is  the 
difference  between  its  national  fair  share  and 
its  award  calculated  in  §  176.6  and  this 
section  through  paragraph  (c)(2)(i).) 

(iii)  If  any  funds  still  remain,  the 
Commissioner  reallocates  the  funds  in  a 
manner  that  best  carries  out  the 
purposes  of  this  part. 

(d)  The  Commissioner  allocates  funds 
for  initial  and  continuing  grants  for  a 
specific  period  of  time.  The 
Commissioner  pays  funds  to  an 
institution  in  advance  or  by 
reimbursement.  The  Commissioner 
bases  the  amount  to  be  paid  on  periodic 
fiscal  reports. 

(20  U.S.C.  1070b-3.) 

Section  176.6  is  revised  to  read  as 
foJJows; 


§  176.6  Funding  procedure. 

(a)  General.  (1)  Each  institution 
applying  for  SEOG  initial  year  (lY)  or 
continuing  year  (CY)  funds  receives  an 
amount  compute  in  the  following  three 
stages: 

(1)  A  "conditional  guarantee’’; 

(ii)  A  State  increase  based  on  its  "fair 
share”  of  the  State’s  lY  apportionment; 
and 

(iii)  A  national  increase  based  on  its 
“fair  share"  of  the  national 
appropriation. 

(2)  Definition.  As  used  in  this  section 
"base  year”  means  the  12-month  period 
ending  on  the  June  30  preceding  the 
closing  date  for  filing  an  application. 

(b)  Conditional  guarantee  for  1977-78 
or  1978-79 participants.  For  any  year,  an 
institution  that  received  campus-based 
funds  in  award  year  1977-78  or  1978-79 
receives  a  conditional  guarantee  equal 
to  the  greater  of  90%  of  its — 

(i)  1977-78  SEOG  expenditure:  or 

(ii)  1978-79  SEOG  expenditure. 

(c)  Conditional  guarantee  for  other 
institutions.  For  any  year,  an  institution 
that  did  not  participate  in  any  campus- 
based  program  in  either  award  year 
1977-78  or  1978-79  receives  a 
conditional  guarantee  as  follows: 

(1)  No  funds  in  base  year.  If  the 
institution  did  not  receive  any  campus- 
based  funds  in  the  base  year,  it  receives 
a  conditional  guarantee  of  $5,000. 

(2)  Funds  in  base  year.  If  the 
institution  received  any  campus-based 
funds  in  the  base  year,  its  conditional 
guarantee  is  90%  of  its  SEOG 
expenditure  in  the  first  year  it  received 
campus-based  funds. 

(3)  Exception  for  first-time 
participants  in  1979-80.  Notwithstanding 
paragraphs  (c)  (1)  and  (2)  of  this  section, 
if  an  institution  participated  in  the 
campus-based  programs  for  the  first 
time  in  award  year  1979-80,  it — 

(i)  When  applying  for  funds  for  award 
year  1981-82,  receives  its  conditional 
guarantee  under  paragraph  (c)(1)  of  this 
section;  and 

(ii)  When  applying  for  funds  after 
award  year  1981-82,  uses  as  the  first 
year  it  received  funds,  award  year  1980- 
81. 

(4)  lY  and  CY  funds.  Tbe 
Commissioner  divides  each  institution’s 
conditional  guarantee  between  lY  and 
CY  funds.  The  Commissioner  bases  this 
division  on  the  percentage  that  the 
institution’s  request  for  each  type  of 
grant  bears  to  its  total  request. 

Example:  An  institution  that  requests 
$100,000,  $45,000  in  lY  funds  and  $55,000  in 
CY  funds,  has  a  conditional  guarantee  of  45% 
for  lY  grants  and  55%  for  CY  grants. 

(d)  SEOG  need  of  an  institution.  (1) 
The  Commissioner  allocates  additional 
funds  to  an  institution  under  paragraph 


(f)  of  this  section  (State  increase), 
paragraph  (g)  of  this  section  (lY  national 
increase),  and  paragraph  (h)  of  this 
section  (CY  national  increase)  based  in 
part  on  the  institution’s  need  fOT  SEOG 
funds. 

(2)  The  Commissioner  computes  an 
institution’s  need  for  lY  and  CY  SEOG 
funds  by  the  following  formula; 

SEOG  need =70%  if  cost  of  education— (Total 
expected  family  contribution + Basic 
Grants  4- State  grants -1-50%  of  institutional 
grants). 

(3)  The  Commissioner  divides  each 
institution’s  need  between  lY  and  CY 
based  on  the  institution’s  request  for 
each  (see  paragraph  (c)(4)  of  this 
section). 

(4)  As  used  in  paragraph  (e)  of  this 
section: 

(i)  Cost  of  education  means 
attendance  costs  for  eligible  ' 
undergraduate  students  including 
tuition,  fees,  standard  living  expenses, 
books,  and  supplies.  (*1116  institution 
reports  its  total  tuition  and  fee  revenues, 
and  the  Commissioner  prorates  this 
amount  for  eligible  students.) 

(ii)  Eligible  students  means  students 
who  satisfy  the  eligibility  requirements 
of  §  176.9(a)(1)  tlirough  (a)(4). 

(iii)  State  grant  means  ^e  sum  of  all 
State  grants  and  scholarships  received 
by  undergraduate  students  at  an 
institution  during  the  award  year  1977- 
78. 

(iv)  Institutional  grants  means  the 
sum  of  undergraduate  gift  aid  included 
in  determining  the  maintenance  of  effort 
amount  under  §  176.20  during  the  award 
year  1977-78. 

(5)  Seventy  percent  of  the  average 
cost  of  education  minus  EFC  may  not  be 
less  than  zero. 

(e)  SEOG  need  of  undergraduate 
students.  To  determine  the  need  for 
SEOG  funds  of  an  institution’s 
undergraduate  students,  the 
Commissioner — 

(1)  Establishes  various  income 
categories  for  dependent  and 
independent  undergraduate  students; 

(2)  Establishes  an  EFC  for  each 
income  category  of  dependent  and 
independent  undergraduate  students, 
using  a  need  analysis  method  approved 
under  §  176.13; 

(3)  Multiplies  the  number  of 
dependent  students  in  each  income 
category  by  the  EFC  for  that  income 
category; 

(4)  Multiples  the  number  of 
independent  students  in  each  income 
category  by  the  EFC  for  that  income 
category;  and 

(5)  Adds  the  amount  obtained  in  ail 
categories. 

The  following  charts  show  the  income 
categories  and  calculations. 
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1 

2 

3 

4 

5  6 

Expected 

Need:  col.  2 

Number 

Income 

TOpctxcost 

family 

contributton 

less  col.  3 

students  Col.  4xcol.  5 

'  Oetermkialton  of  SEOQ  Need  for  Dependent  Undergraduate  Students 

0  to  $2,999  . . 

$3,000  to  $5.999 . . . 

$6,000  to  $8.999 . 

$9,000  to  $11. 999 _ 

$12,000  to  $14,999 . 

$15,000  to  $17.999 _ 

$16,000  to  $20.999 _ 

$21,000  to  $23.999 . 


$24,000  to  $26.999 . . 

$27,000  to  $29,999 . 

$30,000  to  $32.999 . . 

$33,000  to  $35.999 . . 

$36,000  to  $36.999 . . 

$39,000  to  $41. 999 . . 

$42,000  to  $44,999 _ 

$45,000  and  over  . . . 


7  Total  for  dependent  undergraduate  students _ 


- . $... 


Oetenninatton  of  SEOG  Need  for  Independent  Undergraduate  Students 


0  to  $999 . . 

$1,000  to  $1,999 . . 

$2,000  to  $2.999 . . . . 

$3,000  to  $3.999 . . 

$4,000  to  $4,999 _ _ 

$5,000  to  $5,999 . . 

$6,000  to  $6,999  _ 

$7,000  to  $7,999 

$8,000  to  $8,999  . 

$9,000  to  $9,933 

$10,000  to  $10.999 _ _ 

$11,000  to  $11. 999 . 

$12,000  to  $1 2.999. . . . 

$13,000  to  $13,999 _ _ 

$14,000  to  $14,999 . . . 

$15,000  and  over _ _ _ 


7  Total  lor  independent  undergraduate  students , 


$.. 


Summary  and  Calculation  of  SEOG  Need 


1  Total  lor  dependent  undergraduate  students . . . . . . . . . $ 

2  Total  lor  Independent  undergraduate  students . . . . . . . $ 


3  Total  for  all  undergraduate  students  (1 4-2).. 


4  ANBEOG . . . . $ . 

5  All  State  grant  aid . . . . . . . $ . . . 

6  50%  of  all  institutional  grant  aid . . . . . . . . . . . . . .  $ . . . 


7  Total  of  items  4,  5.  and  6.. 


8  Item  3  (total  all  undergraduate  students)  less  item  7  equals  total  SEOG  need . . $ .. 


(f)  Sfate  increase.  (1)  For  any  year  the 
Commissioner  increases  awards  to 
institutions  in  a  State  (“State  increase*') 
if  the  combined  lY  conditional 
guarantees  of  all  institutions  in  that 
State  are  less  than  the  State's  lY 
apportionment  under  §  176.3(a). 

(2)  The  Commissioner  calculates  an 
institution's  State  increase  according  to 
the  following  formula — 


institutio'''s  lY  Slate 
shortfall 

Institution's  State  - - X  SEOG  IV 

increases  lY  Slate  shortfalls  of  all  funds  available 
institutions  in  the  State  for  State  shortfall 

(3)  As  used  in  the  formula  in 
paragraph  (f)(2)  of  this  section — 

(i)  An  institution's  “lY  State  shortfall" 
is  calculated  by  subtracting  from  an 
institution's  lY  State  fair  share  its  lY 
conditional  guarantee. 


(ii)  “SEOG  lY  funds  available  for 
State  shortfall''  is  calculated  by 
subtracting  from  the  State  lY 
apportionment,  the  lY  conditional 
guarantees  of  all  institutions  in  the 
State. 

(iii)  An  institution's  “lY  State  fair 
share"  is  calculated  as  follows — 

institution’s  SEOG  lY 
need 

Institution's  lY  »  - . - — -  X  Slate 

State  fair  share  SEOG  lY  need  of  all  apportionment  tor 
instituttons  in  the  State  SEOG  lY 
applying  for  SEOG  funds 

(g)  lY  national  increase.  (1)  For  any 
year  the  Commissioner  will  ^rther 
increase  awards  to  institutions  (“lY 
national  increase")  if  the  sum  of  the  lY 
conditional  guarantees  and  State 
increases  awarded  to  institutions  is  less 
than  the  SEOG  lY  appropriation  for  that 
year. 

(2)  The  Commissioner  calculates  an 
institution's  lY  national  increase 
according  to  the  following  formula — 

its  lY  national 
shortfall 

Institution's  IY= -  X  SEOG  lY 

national  .  lY  nationat  shortfall  of  aH  funds  available 
increases  institutions  tor  national 

shortfall 

(3)  As  used  in  the  formula  in 
paragraph  (g)(2)  of  this  section. 

(1)  “SEOG  lY  funds  available  for 
national  shortfall”  is  calculated  by 
subtracting  from  the  SEOG 
appropriation  the  lY  conditional 
guarantees  and  State  increases  of  all 
insitutions. 

(ii)  An  institution's  “lY  national 
shortfall"  is  calculated  by  subtracting 
from  its  “lY  national  fair  share",  its  lY 
conditional  guarantee  and  State 
increase. 

(4)  An  institution's  "lY  national  fair 
share”  is  calculated  as  follows: 

its  SEOG  lY  need 

Institution's  I Ys -  X  SEOG  lY 

national  fair  SEOG  lY  need  of  all  appropriation 
share  institutions  applying  lor 
SEOG  funds 

(h)  CY  national  increase.  (1)  For  any 
year  the  Commissioner  will  further 
increase  awards  to  institutions  (“CY 
national  increase”)  if  the  sum  of  the  CY 
conditional  guarantees  awarded  to 
institutions  is  less  than  the  SEOG  CY 
appropriation  for  that  year. 

(2)  The  Commissioner  calculates  an 
institution's  CY  national  increase 
according  to  the  following  formula — 
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its  CY  national 


Institution's  CY»-- . 

national  CY  national  shortfall  of  all 

increasas  Institutions 

(3)  As  used  in  the  formula  in 
paragraph  (h)(2)  of  this  section — 

(i)  “SEOG  CY  funds  available  for 
national  shortfall"  is  calculated  by 
subtracting  from  the  SEOG  CY 
appropriation  the  CY  conditional 
guarantees  of  all  institutions. 

(ii)  An  institution’s  “CY  national 
shortfall"  is  calculated  by  subtracting 
from  its  "CY  national  fair  share",  its  CY 
conditional  guarantee. 

(4)  An  institution's  "CY  national  fair 
share"  is  calculated  as  follows: 

its  SEOG  CY  need 

Institution's  CY= - 

national  lair  SEOG  CY  need  of  all 
share  institutions  applying  for 

SEOG  funds 

(i)  No  institution  may  receive  more  lY 
or  CY  SEOG  funds  than  it  requests. 

(20  U.S.C.  1070b-3) 

|FR  Doc.  7V-37542  Filed  12-6-79;  8:45  am) 

BILLING  CODE  4110-02-M 


X  SEOGCY 
appropriation 


X  SEOGCY 
funds  available 
for  national 
shortfall 


